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SUMMARY 


Total demand in Norway continues to grow at a 
moderate pace. Order statistics and the capital 
spending plans for businessmen point toward ri- 

sing investment, and demand from abroad is slowly 
picking up. Consumer demand is also expected 

to continue to increase because of the expansive 
comprehensive spring wage/income settlement this 
spring, and the labor market may become tight by 

the end of the year. Production cost increases 

and the rise in the value of the Norwegian krone 
have reduced industry's international competitive- 
ness despite the 3% downward adjustment in the value 
of the krone this spring. Norway's foreign indebt- 
edness is expected to grow by another $3.6 billion 
in 1977, mainly because of continued large invest- 
ment in North Sea petroleum extraction and shipping, 
but also because of government measures to main- 
tain full employment in a period of lagging foreign 
demand for major Norwegian products. 


High labor costs, pollution control plans, growing 
investment, and consumer demand all indicate con- 
tinuing opportunity for American business in Norway. 


NORWAY- KEY ECONOMIC INDICATORS 


All values in U.S.$ million 
and represent veriod averages 
unless otherwise indicated 





Exchange Rate: US$1.00=Nkr.5.25 1975 1976 %Change Estimate 
1977 





INCOME , PRODUCTION , EMPLOYMENT 


GNP at Current Prices(Millions) 28,236 32,535 15,2 34,809 
GNP at Constant(1975)Prices(mill) 30,693 32,535 6,0 34,809 
Per Capita GNP, Current Prices 7,029 8,063 14,7 8,610 
Plant & Equipment Investment(mill) 6,359 7,298 14,8 NA 
Personal Income (mill) 20'5 Be 23,362 15,0 NA 
Indices: 

Industrial Production(1970=100) 128 137 7,0 142 

Av. Industrial Wage(1974=100) 120 139 15,8 152 
Labor Force (thousand) 1,694 1,771 445 1,800 
Av. Unemployment Rate(%) 0.8 hk 37,45 Ls 


MONEY AND PRICES 


Money Supply (mill) 7,142 8,499 19,0 NA 
Bank of Norway discount rate(%) 6,0 6,0 0 6,0 
Indices: 
Wholesale Price(1961=100) 192 207 7.8 NA 
Retail Sales (1973=100) De, Py2 16.0 NA 
BALANCE OF PAYMENTS AND TRADE 
Gold & For.Exch. Reserves (mill) 1)2,196 1,792 -18,4 NA 
External Public Debt (mill) 1) 1,062 1,821 T1—5 2,900 
Annual Debt Service (mill) 59 130 120 187 
Balance of Payments (mill) -2,396 -3,856 60,9 -3,581 
Balance of Trade (mill) -1,876 -3,079 64,1 -2,408 
Exports, FOB (mill) 7,270 8,378 15,2 10,408 
U.S. Share (%) ye 4 6 -19,3 1,9 
Imports, CIF (mill) ex. ships 9,494 31, 4233 20,2 12,884 
U.S.Share (vercent) T2 6,5 9,7 a 
Main Imports from U.S. 1976:Machinery $ 257,7 mill. 
Soybeans $.7 9B Fs ” 
Grain $- 43,4." 
Petroleum and Coal . eee. 
Alumina S  25.5 °* 
Fruit and Vegetables 2 Cee 
Scientific and Tech.instrum$ 18,4 " 


1) End of period figures 


Source: Central Bureau of Statistics. 








1. CURRENT TRENDS. 


Continued Moderate Growth Foreseen 


Norwegian production has continued to rise and investment 
has remained strong during the international recession 
elsewhere. Exports of commodities and shipping services 

have lagged but, in contrast to most other countries, Norway 
has managed to keep unemployment low. The Norwegian govern- 
ment's strategy over the past two years of stimulating 
domestic demand to compensate for reductions in export demand 
has resulted in price pressures. Rises in production costs 
and in the value of the Norwegian krone have reduced 
industry's international competitiveness despite the 3% 
downward adjustment in the value of the krone this spring. 
Since 1971 Norway's wage costs .per unit of production have 
risen almost 5% faster each year than those of her major 
trading partners. (They rose 5.5% in 1976,) Large payments 
deficits in recent years are attributable to heavy invest- 
ment in petroleum in the North Sea, the continuing sluggish 
shipping market, and the government's counter cyclical 
measures. 


Recent opinion polls indicate that socialist and non- 
socialist parties are running neck to neck in the September 
national election campaign. However, even if the Labor Party 
is not returned to office and a non-socialist government is 
formed, the effects are likely to be limited in the short 
run because of a high degree of consensus on a majority of 
major economic issues, including continuation of the welfare 
state. 


Total demand in Norway continues to grow at a moderate pace. 
Judged by the latest order figures and businessmen's capital 
spending plans, investment is rising, and demand from abroad 
has picked up. Domestic consumer demand appears to have 
changed only slightly during the winter and early spring, 

but the recent expansionary comprehensive wage/income 
settlement and increasing tightness in the labor market 

point toward increased growth in coming months. Declines in 
the production of export goods have restrained growth in 
total industrial production. A panel of three leading Nor- 
wegian economists interviewed recently by Norges Industri, 
the magazine of Association of Norwegian Manufacturing 
Industries, agreed that the current moderate economic up- 
swing in Norway will continue through 1977 and probably into 
1978. The panel did not foresee any significant strengthening 
of the international economic upturn. The current problems 

of Norwegian industries -- notably in shipbuilding, pulp 

and paper, and iron and steel -- appear unlikely, therefore, 
to be helped in the short run by increased demand from abroad. 


Industry Production in Mild Uptrend 


Total industrial production continues to rise. Seasonally 
corrected production data for the first quarter showed a 

6% annual rise, but other figures indicate that the under- 
lying growth is weaker than the 6% figure would indicate. 
Since the bottom was reached in the fall of 1975, manu- 
facturing production has risen at an average of about 3% 

a year. Mining recorded a 6% cut-back (seasonally corrected) 
during the first quarter, and electric power production fell 
11.6%. Production of export goods registered a setback during 
the first quarter (down 1.5% from the fourth quarter of 1976) 
after rising throughout 1976. Experience over the last 20 
years shows that export production reflects developments in 
foreign demand after a lag, of one or two quarters, This ae 
implies a new pick- up in industrial “export production this 
summer and fall in response to the moderate economic upturn 

in several major trading partners abroad. In addition to 

the fall in pulp and paper production as a result of slack 
foreign demand, a fall in aluminum production resulting from 

a strike also led to lower first quarter metals production. 
Chemicals were the only major export industry in which 
production rose. Among investment goods, metal products have 
shown particularly good growth since last fall, but electrical 
machinery/equipment showed no clear trend. Production of 
articles for domestic consumption rose. Textiles were parti- 
cularly strong, and the production of clothing appears to have 
recovered from its low last fall. Furniture and food production 
also appear to be rising. 


Seasonally adjusted registered unemployment fell during the 
winter and early spring, and vacancies rose, creating a 
tighter labor market than last year despite reductions in 
extraordinary employment measures. At the end of May unemploy- 
ment was down to 0.9% of the labor force. 











Businessmen Raise Their Sights for Capital Spending 





The Revised National Economic Budget for 1977 (RNEB) 
published at the end of April projects a 2.9% rise in 
total gross investment in all sectors of the economy in 
1977. Investment in manufacturing industries alone is 
expected to rise about 10% compared with the no-growth 
prospect anticipated in the original National Economic 
Budget for 1977 presented last fall. 


Construction delays in 1976 at the Rafnes petrochemical 
complex will result in greater than previously expected 
capital outlays-in.1977. New investment..in petroleum 
extraction is expected to be 8.7% lower than in 1976. 
Even so the domestic demand effect of the projected new 
investment will be larger because more production equip- 
ment will be delivered by domestic suppliers. 


The Central Bureau of Statistics' investment survey for 

the first quarter, which is based on reports from 2,800 
companies, supports the RNEB's optimistic outlook for 
investment in 1977. Compared with the Bureau's first 
quarter survey last year, investment in mining, manufact- 
uring, and electric power development is expected to rise 
20%. Investments in manufacturing and electric power 
development are forecast to rise 7% and 3%, respectively. 
For mining, petroleum extraction included, a 27% rise is 
projected. The first quarter survey, moreover, shows that 
the capital spending plans of business for 1977 have been 
raised 16% since the fourth quarter of 1976, a much larger 
increase than normal, although the increase varies consider- 
ably between industries. Investment plans for food products, 
pulp and paper, and printing were raised more than normal, 
while investment in engineering showed a less than normal 
increase. (Engineering includes shipbuilding where pro- 
spects continue to be relatively bleak despite government 
guarantees for large orders placed by several less develop- 
ed nations and new orders for offshore oil production plat- 
forms. ) 


Order statistics for the manufacturing industries for the 
first quarter give rise to cautious near-term optimism. 
They indicate a moderate increase in demand from abroad, 
although variations between industries are considerable. 
The data also indicate that expansion in domestic consumer 
demand is being directed toward Norwegian products (textiles, 
shoes, etc.) to a greater degree than in previous quarters. 


7. 


Continued Huge Payments Deficit to Bankroll 0il Development, 
Ship Imports, and Employment in Industry. 


Commodity imports rose sharply during the late winter and 
spring. In the three months ending April 30 the value of 
imports (excluding ships and oil platforms and seasonally 
corrected) was 9% above the previous three months and 23% 
above February - April 1976. Compared with one year earlier, 
the most notable increases in the value of imports were 
recorded by non-ferrous metals, fuels and lubricants, automo- 
biles, furniture, textiles and shoes. Food imports rose only 
slightly because of volume reductions in imports of grains 
and suger. Imports of iron, steel and ores -- the bulk of 
which are processed into goods for exports -- were also 
reduced in value.’ 'The RNEB' projects a’4.9% rise’ in’ the 
volume of imports of commodities in 1977. 


Commodity exports (excluding ships, oil platforms, and 

crude oil) are now clearly expanding after a period of 

slack demand for Norwegian products abroad. According to 
seasonally corrected data, exports for February - April 

were 4% - 4.5% higher in value than in November - January 

and 5.5% higher than one year earlier. Including crude oil, 
ships, and oil platforms, the value of exports for February - 
April was practically the same as one year earlier because 
the increase in exports of crude oil was more than offset 

by reduced deliveries of new ships and oil production plat- 
forms. More detailed data for the first quarter show great 
variations in the development of exports. Exports of non- 
ferrous metals, notably aluminum, rose sharply, whereas 
chemicals showed a small increase, and the export value 

of pulp and paper and fish products actually declined. The 
RNEB projects a 6% rise in the volume of traditional commodity 
exports in 1977 and an increase of about 50% in the volume of 
oil exports. 


While the current balance of payments deficit will continue 
to be large ($3.6 billion in 1977, compared with $3.9 billion 
in 1976) and will have to be financed by borrowing abroad, 
the government stresses that the increase in Norwegian 
indebtedness is primarily related to private investment in 
shipping and in offshore petroleum. The shipping sector's 

net foreign debt is expected to rise $1.3 billion in 1977 

to $6.3 billion and that of the petroleum sector $1.5 billion 
to $4.4 billion. Most of this shipping and oil debt is financed 
abroad with private Norwegian shipowners and foreign oil 
companies directly responsible for it. The foreign debt 
increase in other sectors is projected at $600 million in 

1977 to $1.7 billion. 








Long Term Program 1978-81. 


According to a government report entitled "Long-Term 

Program 1978-81", the government's two main objectives 

for 1978-81 are to maintain full employment and to promote 

a qualitatively better society. The government expects 
petroleum revenues to rise steeply during the program 

period as more fields on the Norwegian continental shelf 

come into production. The government does not, however, 
intend to let this oil money fuel a consumer boom. On 

the contrary, the rise in real disposable income for wage 
earners is to be slowed from 3-4% in recent years, to 

1.5-2% per year. A high level of investment is to be 
maintained, and aid to developing countries is to be increased 
to 1.3% of GNP per year by 1981. More funds are to be spent 
on environmental protection. Investment for this purpose 

is expected to exceed 7 billion kroner ($1.3 billion) over 
the four-year period. To protect employment, selective aid 
will be given to industries particularly exposed to competit- 
ion from abroad. 


11. IMPLICATIONS FOR U.S. BUSINESS. 


High labor eosts, pollution control plans, growing demand, 
investment intentions, and growth in disposable income all 
indicate continuing opportunity for American business in 
Norway. 


Facing the problem of meeting wage demands without making 
Norwegian exports less competitive, Norway's government is 
encouraging mergers and closer cooperation and rational- 
ization in such industries as electronics and paper production. 
Long-term policy also calls for restructuring industry with 
labor intensive sectors, such as clothing and textiles, 
giving way to more capital intensive industry such as 
petrochemicals and electronics. European competition will be 
strong, but American suppliers should be able to provide 
much of the equipment and engineering for new industry and 
for streamlining the factories of manufacturers who must 
reduce labor costs. Since imports will replace many of the 
products of domestic labor intensive industry, American 
exporters can benefit here too. 


Embassy surveys point to especially high rates of growth 
in Norwegian imports of products such as American process 
control instruments, communications equipment, and computers 
and peripheral equipment. Other business equipment, machine 
tools, and pollution control equipment should also do well. 


Continuing investment in oil field development will be 

of great importance with work commencing on Valhall/Hod and 
on Phase II of development of Statfjord, plus further 
investment in Frigg and Ekofisk. Building and equipping 
platforms for Statfjord Phase II will be a billion doliar 
project alone. 


The partnership of American and Norwegian companies in 
oil field development sets an example which other American 
companies might well observe, if they wish to participate 
in Norway's economic growth. Government policy encourages 
such partnerships to broaden the nation's industrial 
competance. | 


Norwegian government policy calls also for Norwegian 
industry eventually to provide up to 40% of the goods 

and services required by the offshore oil activity on 

the Norwegian shelf. The percentage now supplied by 
Norwegian industry is far lower (around 15%). The govern- 
ment requires only that Norwegian goods and services be 
used where price, quality, and delivery time are competitive, 
and has not pressed companies too strongly where these 
requirements cannot be reasonably met. Some American 
companies are protecting their positions, however, by 
licensing their products for manufacture in Norway. 


Pollution control equipment, especially for water pollution, 
is another attractive area for licensing arrangements and 
continues to be of interest to Norwegian industry and 
government agencies. concerned with improving standards 

of environmental quality. 


Some American consumer goods of exceptional quality or 
appealing novelty are finding a market in Norway's pros- 
perous society. However, Norway has gradually removed over 
the last four years duties on manufactured goods from the 
Common Market, and the final elimination of all duties on 
July 1, 1977 will make competition even more difficult 
than before. 


Success of a recent promotion of American foodstuffs 
augurs well for U.S. exports to Norway of fruit, juices, 
and nuts. A changing pattern of food consumption in 
Norway could aiso expand the market potential for con- 
venience and speciality food preparations. Licensing 
arrangements may be the best way to exploit these markets. 








10. 


Another opportunity area is consumer services, Norway 
already is a "mature" industrial economy, per capita 
real income has risen significantly (Norway is expected 
shortly to have the highest per capita income of any 
industrial country), and the government has pursued a 
policy of stimulating domestic demand to compensate 

for lagging foreign demand. Under these circumstances 
demand for consumer services has increased sharply and 
is expected to continue to be strong. 


Available by subscription from the Su i 
perintendent of Documents GPO Washington D.C. 20402 ipti g 
. 7 : P ; ’ ’ 7» U.&. 402. Annual subscript on, $37.50. Foreign mai ing $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Saanaiin esata oe 20230 
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But today, you need 


PRINTING AND 


PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 (] Remittance Enclosed 

00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 

within the United States or its possessions. to Superintendent of 
Documents) 


Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








